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November 3, 1947

Hon. George B, Butler, Chairman
Board of Insurance Commissioners
Austin, Texas

Opinion No. V-422.

Re: The liability of Mexican
Insurance Companiss to
pay a gross premiums tax
on policies issued in
Texas.

Dear Sir:

Your letter of Octohei' 1y 1947, reads as fol-
lows: ' f

"Plsasae adviaa ma whnther inaurancs
companies domiciled in the Republic of
Mexico, doing business in the State of
Texas undsr the authority of Senate Bill
357, Acts LBth Legislaturs, Vernon's Arte
iele 5012a, ars liable for ths tax im-
posed by Article 7064, Revised Civil Stat-
utes as amended.

"“If your answer 1s in the affirma-
tive, I agsume that sach company shall
pay the tax upon its gross premium in-
come from policies iasusd in Texas less
the 4dsductions permitted by Article ?064.
Please confirm or correct me as to this.”

Articlie 5012a, V. ¢, S,, nakes comprehensive
provisions for Mexican Insurancs éanpanies to write in-
surance pollicles in Texas covering persons and their
property but only while such persons or property ars
physically within the boundaries of the Republic of Mex-
ico, It authorizes such companies %0 write policies of
insurance affording "any and all kinds of automobile
coverags, acaldent insurence and/or other c¢ssualty cover-
age”, See Section 1 of Article 5012a, Thias artiole also
contenmplates the payment of taxes by such lnsurance com-
paniaes; provides that the deposit which is required of
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such companies shall be llable for taxes due the State
of Texas; and provides in Section 1 (e} as followa:

"Such carrlier shall pay the State
of Texas annually a premium or occupa-
tion tax upeon its gross premium incoms
from policies issued in Texas according
%o the reports made to the Board sach
year, and shall pay such other fess
charges and taxas upon the same baais
as llke insurers licensed to do the same
kinds of business in the State of Texas
‘are required by law to pay; and shall
make the samg reporta as such othar 1i-
cenged carriers, but in such adapted
forms as may be prescribed by suoh Board
for auch purposes.”

. We construe Section 1 (e} to require the
paynent by such companies of & premium or ocoupation
tax upon its gross premium income from policies is-~

ued in Texas, upon the same basis as IfEc Insurers
iIccnsaH to do ths same kinds of businesa in the
State of Texas are required by law to pay. The "same
kinds of business" means, to our minds, "automobilae
coverage, accident insurance and/or other casualty
goveragse”. Thoss classes of business ara taxed under
Article 7064, V. C. S., and Article 4769a, V. C. S.
The "basis" upon which "like insurers” pay a tax is
3.5 par cent of the gross premiums which, howevsr,
is subject to certain reductions depending upon the
investment of assets in Texas securities. It would
appear that Article 7064, V. C. 8., would apply to
all of the lines of insurance authorized by Artiad e
5Q12a, except perscnal accident insurance, which by
the terms of the last paragraph of Article 7064 1s
excluded rrom that article and will bs found to be
taxed under Artiole 476%9a. ' .

It has been contended that Article 7064
does not apply t0 the Mexican Companies regulated
by Article 5012a, since Apticls 706/ provides for
the payment of a tax upon "the gross amount of prem-
ijums received upon property located in this State
or on risks located in 3 ave;" waver, such
a construction would have the effect of nullifying
the provisions of Section (e) of Article 5012a where-

in it requires the payment of a tax upon "gross prea-
fum income from policies issued in Texas” and assumnes
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that the "basis" of the tax necessarily includes the
limitations of Article 7064 that the %ax be paid only
on premiums collectad on policles issued on property
and risks located in this State. By enacting Article
5012a, the Legislature obviously intended to levy a
tax, and in order to give its provisions meaning and

to carry out the legislative intent, we attribute to
the word "basis" the meaning of "rate” together with
the formula for reductions in that rate depending upon
the insured's investment in Texas securities., The con-
struction contended for to the contrary, would have the
sfrfect of exempting suoh companies from taxation con-
trary to the clear intention 0f the Leglslature when
thess acts are construed together.

A similar contention might be made that prem-
jums from psersonal accident insurance written in Texas
upon persons residing or domiciled in other states are
not contemplated by Article 5012a since Article 4769a
‘levies a tax only upon premiums collected "from persons
residing or domiciled in this State." But here, again,
in giving effect to the obvious intant of Article 50l12a,
it is our opinion that Article 5012a prescribes that
premiums on policies written in Texas shall be taxed,
and that Article 4769a determines the rate and formula
for reduction of that rate when the preséribed portion
of tha assets of the insurer are invested in Texas se-
curities. o , :

- SUMMARY
. Mexican Insurance Companies operating
under Article 5012a, V. C, 8., and writing
policies in Texas affording automobile cover-~
‘age, accident insurance and/or cagsualty cover-
age, to be in force only while such persons
‘or property are physically within the Repub-
lic of Mexioo, ars rsquired to pay a tax upon
the gross premiums from all such golioioa‘at
_ the rate presoribed by Article 7064, V.G.S.,
gzcegt.as to personal accident insurance,
whig rate is prescribed by Article 4769a,
V. [ 3 'So
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